3. PRODUCT ACTIONS

2292

In 1992 product management will continue advocating the expansion of

local calling scopes as a means to satisfy the continuing regulatory
denands for revenue reductions and give-backs.

In addition we will
continue to support the states in their efforts to satisfy ongoing
desand for EAS products.

Product management will intensify efforts to identify LATA-wide
traffic patterns in each of the tan major LATASs in an attempt to:
1) identify potential community of interest local exchange

boundaries, and 2) quantify the revenue impact of those potential
local exchange boundary changes.

93
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. | C. PRONOTION ACTIONS
a3z

Promotions activities in 1992 will concentrate on paying incentives
on EAS sales through the base incentive program. RPPC promotions
will be held in an effort to maximize the penetration of EAS plans.

1292 and hevond

Promotional support will be provided for SWBT initiated expansion of
local calling scopes in the major LATAs.
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D. DISTRIBUTION CEAMNEL ACTIONS

pu-1-Fr3

EAS promoticns will be introduced in 1992 in the RPPCs in hopes of
driving the supscription rates of new EAS cfferings to maximum

levels. The C representatives will dbe paid incentives for the
girst time for the sales of EAS.

1992 and Bavond

We will continue in our attempts to develop nev channels and drive
sales to the lowvest cost channel.

dvart
Pl s a 3 agereen youl Compony
1T % 30 -cee seg gy migh, dees Aat
o Lot anme o ashgy  [Pe inmemgtion
100d Bacqi shmi® e o Yisgigeed B
o sbesionm ngctems  f e @ e wisly lor
WY B dwcheiiug g e 2ed emdovess.

~

P
PR A Ak AP N )

ToTi L e

L, & v “‘. . -

-~ =~ ’ w0

- LN A
. v [ JPR _l [ % .’i

e o H ",i TR
- ' ' /

1 \ 1 PRSP Ve -

- .

25



bt )

S

'I‘
Lo s

{

]

4

- ’ 3 ’l
CoNe s MAN YV B0 SRR 3

VI EMINAY (Y ALE) SYSHVE CSEn0l 1 on ' 8
ONIEY S ITRVIOIN D WRTD WINES PN NOS §
Nk AW OO

s
s (2

o228

w1

”ws 9
”we

”»sy
A
AN VIBELID ALINRON)

niners dsve SRV so o2
SN A0 VNSV 81 SIS S2°(CH

SIIVE A el IS P
SO S0 IV SPONOND Gt 0D ONDI0  SI°08
NOILI0 1A0)S MWD NISSIA NN 09 01§

AWM NMASHW

OGN TR 61 SIS IV SRSV
AUV TINIOS G SL°if

1337 srmven)d YW o1 SIITAN JIve VYR SZ'9g

gy F 7]
1S LIINASHVE oW M iaDEF
SIORAND TV 00 SH WY IVE GRSV I

LINNROIlV GV SHEVE ATNGNEN IR SIMEL-2 BV

~ANING WIS BAUIS TMIW) INISNI WM SI1e
SINIGI NI 05 SHIWY Ve IVYH) 2'N)

||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||

vV vy by

wiN/s0'§ o0 (1§ SIMIR onC vin S ARt W wmi
NIN/SO'S 00T /1S SN 0t v/ sne
v/n w/n v/u K KT SN aM2 N W
vin v/n wn sz 28 e
v/n v/n vin sC o sn Aam-2 B wet
v/n vin wn (- (11 sne
v/n v/ L, ] st's s N AL B W
vin v/e vin ol s e
vie i v/ L M ] sm [ S N )

v/n v/n L, ] ss-c e

9905 1190 o083 o4y 2/1 @BV § sm aWM-T W W
2105 L19) 1902R3 04 2/t @Y § we :

" Am-Z 8 W

" "l

WSS NZ8 SHEIMOD OS¢ b3 Aam-s A WY
SWe't 00°tS SHAIMOY G0 etf SN P IW

"/Se'S 9IS SIANNI 09 09 6It 43 ARt A P
WY Mt SHAMIM Y WSS 1N T SM

W W DIV v RS e VIV SN
W WIIE WM vl eeeism)
........ Nve epemtYm -----

......... o WAWIS Mvg --oo-oooo-

|||||||||||||||||||||||||||||||||||

(SV1) SIS vIWW Sienin)
AWAD) RRNSIN): "8 W DIS PHIANT

t<nam) 11001
POV N ) DIy M
W00 N IYNDI L0

¢ wene) w8
NV V1) AWM-OAL

(oui 20) 1100
Ve IV awm-oma

(vae) 10
Ve Vi) aw- 0

(o o) UL ®
N iv) AW N0

Wi MBS

(n102:1) 1IARIS WMIVWVD

ALIEON) TWIRIIN

3MANIS ST

VIO GINVIN ) I 140

IS I IV
WL QI MBI

)

24,



»imess nsve TR
SIANIND B8 P DS

»iaes sve STRTR
SPURIN] WD 930 DS

VING 01 Bl

SIMITIGN NIVE 10D WAND) ™D VY

Wi JNIGL JTINIS MEINBIVIS

SVINvG 81 025588 ¥ O O

YNV SYING o1 YR

TIRWIINE ANBAD N NI R

31 A0V SSVE 159D N KIS IR

s 2sve SR
SINAND B0 WW eSS

s dsve STl
SPNMNND WIN0 P3PS

LN
0 o

LA
oo

wnt
L

WSt

vin wn wa
v/n v /e
/s wn L/, ]
we e wm
wn wm ™
wa wm v
un/ee's 00 0l¢ w
mwes 4 seerg wn
oMN/E0'S 00°018 SIOVSSIMN €2
MWee'S S6arf SIWITM
‘Y

v/n
v/n

v/
v/a

WY G0°S - S6UE M2 - s
W) K628 - S9°S28 MCISE - SYM

b U AR SR NIRE X [

™Y 0228 - SUTIg s -

s

awm-2

am-2

am-2

A AL L

" W

cqeed (ot W) PPN ) -,
‘joed (o1 M) ¥) PPN IN] -
“PIIOV FTPNIIYIO SSIUN SI]TS INASIS Djteq O Wy N ipPe u| A(dde tayey -

WL aen- (SIVD) IS

MW VIV QIeDiN)

1089 -(SIWD) IAIS
MWD view @niiN)

e -(swi) DI
IV YW eImIIND

AlIeem) Gpmiing -

V) V0L 1 00N
310 1

Wi WISV - W
"l Wil

DIAUIS I WI0NE
- WS etiee

|||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||| P eveeorcas cwocsrenn sememceece emte mmwemte wsseedan emcstss s mTeEcecemTmEme-wEc-= -

TN

nw uwe. eeIW
N Wi wim
..... N ey m -

o MRS Ve -

svi) SIaers VI exmnr)

ANV pemitine -

-

.

e HIC e e e

)

wist 1wl

™

2]



MISSOURI PENETRATION RATE
CONSUMER MARKET

COMMUNITY OPTIONAL SERVI (COS)

Ash Grove to Springfield

€9%
Cedar Hill to St. Louis 61%
Excelsior Springs tc Kansas City 44%
Frankford to Bowling Green 23%
Gray Summit to St. Louis 46%
Herculaneuam/Pevely to St. Louis 36%
Hillsbore to St. Louis 413
Macks Creek to Camdenton sy
Pacific to St. Louis 448
Walnut Grove. to Springfield 76%
Ware to St. louis 47%
Total 473

THRIRD TIIR 1O METROPOLITAN SERVICE
Fenton 93%
Manchester 92%
Maxville 91%
Valley Pazk 94%
Chestartield 93%
Greenveood 97%
Saithville 9%
Grain Valley 90%
Total . U e % 92%

e oot .
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FOURTH TIER SPECIAL OPTIONAL ILOCAL METRO SERVICE

Antenia

Pond

Eureka

High Ridge/House Springs
Inperial

Portage Des Sioux

St. Charles
Harvestar/Weldon Springs

Total

SPRINGFI]

ELD METROPOLITAN AREA

Billings
Clever

Total

83%
89%
8S%
a6y
87%
76%
65%
80%
77%

94%
97%
98%
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TEXAS CONSUMER MARKET PENETRATION RATES

HOUSTON METRO AREA

Cypreass 82%
Richmond/Rosenberg 63%
Smithers Lake 74%
Valley Lodge 79%
Pin‘hurlt 65%
sSpring South 78%
Tomball 69%
Alvin $9%
Liverpool 46%
Klein 78%
Spring North Sas
Total 67%
DALIAS ZONES WITH CALLING TO FORT WORTH
Cedar Hill S3
Grand Prairie 9%
Total 7%
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FORT WORTH MIDSTRIP ZONES WITH CALLING INTO DALIAS

.Azlington

Atlas

Euless

Glendale

Kennedale

Mansfield

Nerth Richland Hills
Roanoke

Total
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CONSUMER SBGNENT
PRODUCT PLAN OUTLINE

1. Executive Summary

This section should provide a synopsis of the plan
highlighting:

A. Product Overviev - Summary of Part II

B. NMarket Strategy -~ Summary of Parts IIIA to IIIE
C. Product Objective - Summary of Parts IIIC & IIIE
D. Action Plans - Summary of Part IV

B. Critical Issues - Roadblock/Contingencies

I1. Product Overview
A. Product Analysis
1. Product Description

a. Describe product features and benefits.
1. Needs product aesets
ve. Differentiation from similar or competing
. products
7 3. Tie=in vith other products
4. Value SWBT adds to product
S. Multiple applications
. 'B. Optional features to be offered
/€. Technology used to provide service
d. Service differences dus to serving C.0.
;/ technology
ve. Regulated/Unrequlated (KCO #)

2. Product Life Cycle

a. Life cycle stage
. b. Expected product life
'~/ ¢. Comtribution revenue/sale: annual & life
*,1 d. Current penetration level, i.s. (mkt. share)
e. Current growth rate by state and company
. Penetration potential

B. Narket Analysis
1. Market Characteristics

a. Availability (state, metro, etc.)
b. Size of current market
C. Market growth potential
d. Seasonality of sales: cycles
e. Identify/describe market trends such as
industry use or end-use patterns
ey ee L, ren e ’,-qq'!-
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2.

Customer Characteristics

a. Demographic targets
b. Psychographic targets

(clusters)

c. Describe customer needs

d. Customer lifestyles and attitudes

e. Customer perception of product

£. Customer application and product use.
(When does customer use product?)

Market Environment

a. Identify and discuss regulatory climate

b. Discuss economic policy situation

¢. Discuss environmental (political.
technical), or consumer (social,
demographic) affair impact that may
be pertinent to the product.

C. Competitive Analysis

External Competitors
a. Market share of each

b. Competitor strengths and weaknesses

c. Competitor strategies
(1) pricing

(2) product differentiation
(3) promotion/advertising
(4) distribution channel

d. Analysis of competitor

(1) Describe trends in
share

performance

competitive market

(2) Describe past results and strategies
(3) Evaluate their resources £or new product

development

(4) Bvaluate their ability to market,
finance and manage.

Internal Telco and/or CPE
a. Market share of each

Competitors

b. Competitor strengths and weaknesses

c. Competitor strategies
(1) pricing

(2) product differentiation
(3) promotion/advertising
(¢) distribution channel

LI LTI
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3. Assessaent of SWBT competitive position

Discuss strengths and veaknesses: Consider

the following:

a. Availabiley

b. Maintenance

€. Reliabilicy

d. Price level

e. Pricing plan

f. Newness

§. Track recerd

h. New application

i. Lase of us

j. Company reputation
k. Guarantee

1. Useful life

a. Win-backs

n. Sales force knowledge/capabilities
¢. Other

III. Narket Strategy

A. Product/Family Strategy (Feature Strategies)

1. Planning Assumptions

2. Identify strategic alternatives, customer
targets, competitor targets, and core
strateqgy.
a. Tariff 2iling schedules
b. Technology deployment schedules

Promotions Strateqgy

1. Special/seascnal promotions/campaigns
2. Incentive programs: base/special

3. Promotions calendar

4. Trtdo shows

Pricing Strategy

~ 1. Current/proposed price structure

N

A
B.
c.
D.

N

2. Pricing incentives
3. Discounts

Distribution Channel Strategy

1. RSC
2. PPC
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Extended Area Service (EAS) is defined as any expansion of the local
service calling area to include two or more exchanges that would
othervise be long distance points. Although traditional EAS plans
vers generally non-opticnal, flat rate, 2-wvay plans, today's plans
may be optional or non-optional, flat rate or usage sensitive,

l1-way OF 2-way, and may or may not include contigquous exchanges.
When possible, plans should utilize 7-digit dialing because it is
perceived as local saervice. Hovever, some foras of existing plans
are provisioned using 1+ dialing.

For billing purposes the two basic types of EAS plans are bundlied
and unbundled. Unbundled plans bill the EAS rate as a separite
additive from the access line rate. In bundled plans one USOC bills
both the EAS portion of the rate and the access line portien (for
example 1ER). Whether EAS is offered bundled or unbundled, our
strategy is to offer flat rate EAS as our preaium access line

service. A list of the EAS plans currently available is included in
Attachment A.

Some type of EAS plan exists in all five states in SWBT's territery,
vith all plans being a requlated, tariffed service. All nev
arrangesents or changes to existing plans must be approved by the
various states public utility commissions. RKansas, Missouri, and
Texas have improved regulation plans in place that prohibit raising

local exchange rates for a specified period of time. This includes
rates for most existing EAS plans.

Although EAS is a replaceament service for long distance, it differs
from long distance service in that EAS is usually flat rate, while
long distance is usage sensitive. This same difference applies to
mobile sarvice, vhich also competes vith EAS. Competition will be
discussed in greater detall later in this document.

A benefit of flat rate EAS to ocur customers is the security of
knowving that they can make unlimited calls in their local calling
area vithamk ooncern for usage sensitive long distancs costs. With
the flat option, customers have the security of knowing how
nuch their P%ll vill be each month. Although flat rate service may

actually cost some customers more than usage sensitive servicas, it
is often perceived as being less expensive.

Accessibility is another benefit of 2-wvay service. Many of our
customers do not need the saervice for outgoing calls, but for toll
free incoming calls. PFor example, a custcmer may have an elderly
parent on a fixed income who he wants to have the ability to call
without worrying about the expense. Also children can call from
school at anytime for no additional charge. In consumer focus
groups recently held in Dallas, many customers stated that they
' RIGT LY SEWSITIVE
hat B honl TR E SN
CONZIDEN T,
INFORMA TN



purchased the service almost exclusively so their friends and
relatives could call thesm. Many said they work all day and make
very fev outgoing calls.

Twvo-vay plans usually include a listing in the target directory and
a copy of that directery. <Customers, especially business customers,
seem tO believe that this extra listing alsc makes theam more
accessible to other customers, therefore increasing the value of the
servics.

The easiest vay to provision EAS is by using dedicated NXXs;
however, because nev NXXs are generally not available this is not a
viable alternative. Community Optional Service (COS) in Missouri is
provided using called screening tables. The problea with this
method is that return calling must be made using 1+ in order to
record the usage. Ve ars investigating altarnative methods of
providing 2-vay EAS, including recording all usage and an
provisioning using an overlay netwvork. We have also been informed
by Network that opticnal plans can be provided as part of the
Flexible Services Production (FSP) vhich is currently in the
planning stage.

2. PRODUCT LIFE CICLE

~ Since there ars many different EAS plans available, it is impossible
to place EAS in any one stage of the product life cycle. Some plans
such as the service available in the 3rd and 4th tiers in Missouri
have besn available for many years. The penetration rate is very
high, 92% and 77% respectively, and the service is in the late stage
of the product life cycle. Other service, such as the Texas rirst
routes, have just been introduced. Penetration is lowv and the
service is in the early stage of the product life cycle. The
product life coincides with the product life of the access line.

Likevise, it is impoesible to make universal assumptions about
contribution. Whers the community of interest is strong, the
penetration rate is high and ocur customers buy=up. When customers
purchase plans for reascons other than economic choice, the plans are
profitable. If only those customers wvho Can save money purchase the
EAS plan, the service will lose monhey. The-break even point is
different £ar every plan. Since the rates have often been set based
on forecast: panetration ratas, profitability has depended on
penetraticsli’ In the past the penetration potential has usually been
achieved within a short time after implementation. We plan to try
to stimulate penetration on new routes to maximize profitability.

Attachment B shows penetration rates for the 2-way EAS plans.

L P A B AL R 4 \»{0- PR, SN g meme e oA (LS TRREE N long Aot

A ISR RN AN L3k Ll di : G

[t P AL I P P 11 .

rv,‘. F N [ andiie Sl N R4

i ' D L ]

Lo oz dee vV 1.
-

I e S A LIOMN e



3. JARKET ANALYSIS o Lot . L

(IR X T UL e S B
s " -l
e ™. ] ew T I 3 .

1. MARKET CEARACTERISTICS

As stated earlier some form ©f EAS is available in all five states
in our territory. It is not available on a statevide basis. 7o
obtain EAS a community must pass certain community of interest
criteria. Yor example, to obtain COS in Missouri customers in the
petitioning exchange must sake an average of six. calls per access
line per month to the target exchange and two-thirds of the
customers BUSt Bake at least two calls per month., <Criteria in the
cther states are similar.

The market's demand for EAS is easily demonstrated by the large
number ©f reguests our customers Bake to the various state
commissions, as vwell as by the large take rates of many of our
existing plans. Most of the market potential for EAS appears to be
in the areas outlying large urban communities vhere the surrounding
exchanges have grown in population and in the degres of interaction
with the adjoining metro communities. 1In rural areas as well, the
community of interest has grown beyond the traditional exchange
boundaries. Our customers wvant local calling into the metro areas
close tc them, to their county seat, or any other community where
their businesses, hospitals, schools, or other services are located.
As our customers’' communities of intarest expand, so does their
demand for EAS. Customers are no longer satisfied with calling
scopes that vers traditionally determined by technology or the
location of our central offices.

Most of the market growth potential is in Texas vhere ve will be
implementing 25 Extended Metro Service (EMS) routes over the
planning period. As stated earlier the penetration potential is
usually realized relatively quickly on EAS routas. Due to the
regulatory lag, there is usually pent up demand for the service by
the time it is available. Since long distance usage and revenues

are experiencing slowed growth, the need for customer responsive EAS
plans is even greater.

2. CUSTOMER CEARACTERISTICS

our target imncludes all customers in SWBT's franchise territory
vhere EAS is available. All households in our territory have been
segnented Mmsed on psychographic and behavioral characteristics -
through the use of the Cluster Analysis developed by LINK Resources.
An analysis has been done in Texas to determine in which clusters

customers who purchase EAS are located. In future campaigns we can
target those same aicrovision codes.

Although wa have .not done any substantial customer research, ve have
deternined through focus groups that customers buy EAS for reasons
other than economic. Many customers prefer the security of flat
rate calling into the exchange where they feel a community of
interest. Other customers do not make calls to the target exchange,
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vant others to be able to call them at no chargs. Some
:gitonors said they felt cutoff from friends and relatives wvithout
this free calling. BEven though they may not be saving money, they
still believe that the service has value to them.

As Enhanced Sarvice Providers (ESPs) become more common, the demand
for EAS vill increase. Residence customers cutside the exchange
boundary vill demand access to the same services the Betro customers
nave access to at the same prices. We will receive pressure from
the ISPs for expanded local calling scopes for the sanme reasons.

™e ESPs will want the opportunity to serve customers located
cutside the metro exchange.

While the current regulatory environment in our five states in
generally not faverable, EAS is helped by the fact that the customer
is on our side. Since requests for nev EAS routes ars placed by
customers or local governaent representatives wvith the state
commissions, the commissions are well awvare of the customer demand
for the servica. Our problems with the state commaissions generally
are pricing and pooling issues. Even though most commissioners
believe that EAS is a local service, they are reluctant to classity
the revenues as local and remove them froa the intralATA toll poeols,
or other settlement arrangeasnts. Nost commizsioners feel an
obligation to keep the intraldTA toll pool vhole. The smaller
Independent Telephone Companies rely on the toll pools for a large
percentage of their revenues. Commissions feel cbligated to protect
the customers of the independent LECs from experiencing rate shock
that they believe could occur if large amounts of revenues are
removed from the toll pools forcing the independent LECs to recover
these revenues from their own customers. Since classifying the
revenues as local is essential to the profitability of EAS, Industry
Relations plays a crucial role in ocur marketing strategy.

When wve do manage to convince our commissions to classify the EAS
revenues as local ve still have some pricing differences. In three
of our states, Kansas, Missouri and Texas local rates are frozen
under improved regulation agreements. Therefore, we have no
flexibility to raise prices. Our local rates are among the lowvest
in the natigp, and ocur commissions try to keep local rates down.

Most -tatoigillillionors prefer optional EAS plans because under
mandatory EXB everyone pays for the service vhether they want it or
not. We share these concerns about the effect mandatory EAS has on

universal sarvica, and prefer plans that offer our custonmers
options.

Whenever possible ve will use EAS as a vehicle to give back money in
our territory. These opportunitias may come up vhen negotiating new
improved regulation agreements, earnings complaints, stc.

As the cconcny in our region continues to suffer and access line
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grovth docli;oc EAS vill play an important part in ;
our

::;sc th: amount our customers spend monthly on :.1.pno§:’:§§$§§.‘°

provides a stable recurring revenue stream in support of tnis‘

objective.

-t 208
da g - -2t
e @t e e
'w.u.’-ﬂ'- “‘.;_f o T aw w
- ) "o a W
nf-::" LI y s
o 8 -
oI e T
'y
™
.
&
L
-
s

HiGIII Y Sy mnre

- e,y

CONLITDEN i,
1 T 4™ PN = . ., ® e
INFOR A5 20100y



S

N . . “p o .P® .- uy ang
o e - e com oqn
c. an'!x!:'. m!.z. L“G . ’_ ... FERTRR T . -, 18
m‘m OO T QL% =R Swetee e m T
1‘ :”” :u R P L I SR A S P Y,

Although SWBT is the only LEC authorized to provide local telephone
service in our franchise area, vwe deo have competition in the EAS
market. Interexchange Carriers (IXCs) who provide intraldlA toll
are probably our biggest competitors. At this time intralATa
competition is only allowed in Missouri and Texas. Since SWBT has
sxclusive rights to 1+ intralATA tragfic in all our five states,
customers in Missouri and Texas who wish to use a different carrier
sust use special dialing procedures. Although at this time only an
estimated 3.4% of intralATA minutes of use is carrier by the IXCs,
it is an advantage to thes that they are allowed to carry interlATA
tragfic also. Many customers prefer that one carrier handle beth
their interlATA and intraldTA calls.

To date the IXCs have not vigorously opposed expansion of the local
calling scopes; hovever, they have stated in several EAS filings

that more competition will lower shert haul toll rates and eliminate
the need for EAS. As ve BOre actively seek to expand local calling
scopes, ve anticipats that the IXCs vill become more involved in the
regulatory process. In fact, in a recent meeting of an industry

cask force in Missouri, a representative of ATET indicated that they

‘have a nev company policy to opposse any nev expansions of local
calling scopes.

Interexchange Carriars face many barriers in competing with EAS. As
nentioned earlier, intralATA competition is allowved only in Missouri
and Texas. Companies nust receive stats commisgion approval to
entar the market in the other three stateas. To arrange for
intralATA presubscription, companies wvould alse have to obtain
commission approval. At this time, thare may not be large profits
available in the short haul routas vhere EAS plans are geanerally
offered. 1In fact, SWIT is sometimes the low cost provider in these
short haul routes. Where competition is allowed, the IXCs must pay
SWBT access charges, vhich further ainimizes their profits. Por now
the IXCs may be hesitant to push for intralATA presubscription

bacause they fear doing so could open up the door for the LECs to
enter the interlATA market.

The top few.IXCs, ATET, MCI and Sprint, are formidable competitors:
both in teaxps of finances and interlLATA market share. Up to this
point, theff emphasis seems to have been on tha interlATA market.
However, the intralATA sarket is receiving 3ore and more attantion.
While the IXCs have ample resources, regulation presents a huge
hurdle for them to overcome. We beslieve that our compstitors'
strategy is to gain the right to compete for intralATA traffic in
all five SWBT states, and to have our 1+ dialing privilege removed,
which ve estimate will take place scmetime before the year 2000.

While these toll services are in competition with ©AS, they do have

major differences. Toll rates are usage sensitive, l-way plans,

while most of our EAS plans are flat rate and 2-017._.59.}$ our
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belief ThAt our customers prefer flat rate' service, and many

customers buy BAS for the 2-way option. In order to be competitive,
ve zust sell these benafits of EAS.

- e

Another competitor for EAS is cellular service. 1In most Cases
cellular companies have vider calling scopes than SWBT. Many
companies offer pricing plans with calling during off-peak hours at
no charge or at reduced rates. Although ve have not been able to
seasure hov much of an impact cellular competition has on EAS, we

believe it will increase as the equipment and monthly service
continue to become mores affordable.

Cellular companies are alsc continuing to grow. We knov that they
use their large local calling scopes packaged with their flat rate
off-peak packages as 2 selling featurs. In three of the four focus
groups recently held in Texas, customers said they use their

cellular service to bypass SWBT's free local calling area in some
wvay.

2. INTERNAL TELOO COMPRETITORS

Internally EAS is in competition with our own intralATA toll and in
sone instances Optional Toll Calling Plans (OC®s). All of our
Customers have access to the intraldTi toll netwerk--no action is
required on their part to obtain intraldTA toll. On the other hand,
a customer st Bake & buying decision and take action to purchase
EAS. While he also must take action to buy an OCP, advertising is
planned for OPCs to stimulate buying action during the planning
period, while none is planned for BAS. HNowvever, the existence of a
product line plan for local access lines, intraldTA toll and EAS,
will serve to minimize competition betwveen these products.

3. ASSESSXENT OF SWET COMPETITIVE PFOSITION

The biggest strangth EAS has over its competitors is the structure
of the servics. Our customers have indicated that they prefer flat
rate, 2-vay, 7=digit dialed plans. Since there is still little
compatition in the consumer local exchange market, cur customers, or
their representatives, bring their requests for local EAS to SWBT.

Having the aastomer on our side helps our position with our state
commissi o

our servicoef especially those provisioned ysing dedicated NXXs, is
easy for customers to understand. Thoy trust the service and they
trust SWBT. The degree to vhich the customers accept these services
is dexcnstrated by the large taks rates, which have been achieved by
selling on demand only, and by the volume of requests for EAS ve
receive. 1In addition, focus groups demonstrated satisfaction with

the service and the price. 1In fact, the service is probably under
priced in several locations. '

We have work to do in several areas. We mdst learn to provisien
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optional EAS using 7-digit dialing without dedicated NXXs. New NXXs
are scarce and customers do not like to change their telephene
nuabers. Allowing customers to keep their numbers would probably
increase penatration even further. We also heed to do more research
to learn what our customers vant and hov much they will pay fer i=.

We need to design plans that are cCustomar responsive instead o?f
regulatory driven.

While the called screening method used in COS in Missouri does allow
customers tO buy the service on an cpticnal basis and keep their own
nunber, sSOme customers are still not satisfied. Since most
customers associate 1+ dialing with long distance, many customers
are hesitant to call 2-wvay COS customers dialing 1+. This problem
is particularly significant to business customers vho desire local
presence in the target esxchange.

Izportantly, we alsc need to be sure that our sales force is
cffering EAS as ocur premium access line product, that they
understand hov it wvorks, and the benefits to the customer and %o
SWBT. To date our distribution channel has been the RSC, which has
a knovledgeable sales force. However, historically EAS has been
scld on a demand only basis. We must change this mind set to be

sure EAS is being scld on every appropriate contact. We alsoc plan
do so some sales out of the RPPC.

Studies have shown that customers do not knov the difference betwveen
interlATA and intralATA. Positioning SWBT as their provider of
local and long distance service is crucial in our marketing
stratagy. Customer driven EAS plans can help us achieve that goal.
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MARKET STRATEGY
PRODUCT STRATIRGY

1. PLANNING ASSUNPTIONS

A major assumption is that we will lose ocur exclusive 1+ dialing
privilege in this decade. Our strategy contains five action iteus,

the first of vhich is. to expand local calling scopes.

A second major assumption is that customers want EAS. We believe
that they prefer plans that are 2-way, flat rate, optiocnal, 7-digic
dialed. Focus groups support this assumption.

Ancther assumption is that EAS plans can be stimulated. We know
that customaers do buy up, but we have not tried to stimulate these

plans. We plan to trial a spurt campaign in a Texas marXket in
December 1991.

Plans are to promote the expansion of local area calling scopes as
an alternative to local rate reductions during regulatory hearings
and in addressing current and future over sarning conditions. We

will analyze intralATA usage in our ten major LATAs and develeop EAS

offerings targetsd at satisfying current community of interest
requirenents.

EAS will be positioned as the premium access line offering where it
is available.

2. scuEDpULE

At this time plans are to file a 2-way, flat rate, optiocnal service
in Kansas 1Q92. A filing will also be made in Missouri with the
date and structure dependent on the cutcome of a commission ordered
industry task force. Additional Texas Pirst routes will be added :in
1992 and 1993. (See Attachment C for scheduls).
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